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Volume XII, Number 35 


Liquor Control 


In view of the imminence of repeal of the Prohibition 
Amendment the study of liquor control in the United 
States, Canada and European countries, sponsored by 
John D. Rockefeller, Jr., is timely and has unusual inter- 
est. For the convenience of our readers we summarize 
below the main findings and recommendations of the 
report as presented in a series of press releases. The 
study was conducted by Raymond B. Fosdick and Albert 
L. Scott. 

Mr. Rockefeller states in a foreword that he is himself 
a teetotaler on principle but that in view of “the regret- 
table failure of the Eighteenth Amendment” he now sup- 
ports “the next best thing’—temperance. He took no 
part in the investigation nor in the framing of the report. 
The content of the latter, however, he fully approves. 

The report first of all points out that repeal of national 
prohibition “does not wipe the slate clean for completely 
new systems of liquor control” but “leaves untouched 
laws and constitutional provisions now existing in the 
various states.” Moreover, “a number of federal statutes 
relating to liquor which were passed before the adoption 
of the Eighteenth Amendment have never been repealed.” 

The new Amendment, says the report, “aside from pro- 
cedural matter, contains two clauses: The first repeals 
the Eighteenth Amendment; the second forbids the trans- 
portation of intoxicants into any state for delivery or 
use in violation of the laws of that state. 

“Consequently, prohibition, in so far as it is established 
in state laws or state constitutions, will not be eradicated 
by adoption of the new Amendment. Instead, the power 
of a dry state to exclude liquor shipments, previously 
protected only by Act of Congress, will be given the 
added sanction of an express constitutional guarantee. . . . 

“In spite of the adoption of the Twenty-first Amend- 
ment, prohibition will continue to operate in over half 
the states, thirty in number. In almost one-third, fourteen 
in number, resort must be had to the difficult process 
of modifying the state constitrtion before the sale of 
alcoholic beverages can be legalized.” 


WHAT THE PEOPLE WANT 


From a study of opinions secured from “all types of 
leaders of thought and activity in the United States” 
—‘newspaper editors, political leaders, social workers, 
clergymen, educators, manufacturers, labor leaders, farm- 
ers, business men, liquor producers, prohibitionists, gov- 
ernment officers now and formerly concerned with the 
problem of liquor supervision and others,” it was found 
that a few definite principles have a substantial degree 
of public support. These are briefly: 


“1. At all costs—even if it means a temporary increase 
in alcoholic consumption—bootlegging, racketeering and 
the whole wretched nexus of crime that developed while 
the 18th Amendment was in force must be wiped out. . .. 

“2. Wide areas of the public are unconvinced that the 
use of alcoholic beverages is in itself reprehensible. That 
there is grave peril of immoderate use is unanimously 
conceded. . . . 

“3. The saloon, as it existed in pre-prohibition days, 
was a menace to society and must never be allowed to 
return... . 

“4. Despite the reaction from the 18th Amendment, 
America is in no mood to stand any aggressiveness on the 
part of the brewers, the distillers and the liquor trade 
generally... . 

“5. Public opinion is gratified by the record of sobriety 
that has attended the return of beer. It is distinctly appre- 
hensive over the prospective legalized return of spirits. 
For America aspires to be a temperate nation... . It is 
fully prepared to take drastic steps if, as a result of the 
present attitude of toleration, conditions should once more 
get out of control. 

“6. America is inclined to believe that there is some 
definite solution for the liquor problem—some method 
other than bone-dry prohibition—that will allow a sane 
and moderate use of alcohol to those who desire it, and 
at the same time minimize the evils of excess. There is 
no unanimity of opinion as to what that solution shall be, 
but the people at the moment are in an adventurous 
mood. . 

GENERAL FINDINGS 


In view of the foregoing the report outlines its general 
conclusions under six heads: 


“1. State-wide, bone-dry prohibition will prove unsuc- 
cessful in controlling the problem of alcohol, unless such 
a system has behind it overwhelming public support. 
Even then it will tend to carry in its trail the hypocrisy 
and lawlessness which marked the national experiment. 

“2. The experience of every country supports the idea 
that light wines and beers do not constitute a serious 
social problem. 

“3. While many states will doubtless follow the license 
method in the control of beverages of higher alcoholic 
content, this method contains a fundamental flaw in that 
it retains the private profit motive which makes inevitable 
the stimulation of sales. 

“4. Wide experience in many countries indicates that 
the best Approach to the problem of heavier alcoholic 
beverages is through state control. By state control we 
mean specifically a system by which the state, through a 
central Authority, maintains an exclusive monopoly of 
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retail sale for off-premises consumption. This Authority 
determines prices, tixes the location of its stores, controls 
advertising, and in general manages the trade in such a 
way as to meet a minimum, unstimulated demand within 
conditions established solely in the interests of society. 

“3. The primary objective of taxation should be not 
revenue but social control. Taxes should be levied not 
with the idea of filiing the public treasury at whatever 
cost to public morality and efficiency, but as a method of 
reducing the consumption of alcohol. 

“6. fducation in its broadest sense has a greater part 
to play in creating a sober nation than has legislative 
enactment. ‘Temperance lies in the character, standards 
and self-discipline of individual men and women. Educa- 
tion is a slow process, but it carries a heavier share of 
the burden of social control than legal coercion.” 


Tue SALE or Beek WINE 

The cause of temperance is best served, the report 
finds, by “a radical difference in treatment under the 
law” of intoxicating and non-intoxicating beverages. 

“A natural and convenient division is between fer- 
mented beverages and distilled liquors. The fermented 
drinks, consisting mainly of beers and wines, have a range 
in alcoholic content up to 12 per cent. Distilled liquors, 
which include whiskey and gin, usually contain from 
30 per cent to 45 per cent of alcohol... . 

“No one will deny that whiskey and gin are more intox- 
icating than beer aud wine. The argument for treating 
both classes of beverages alike in the past has been that 
the beer drinker of today becomes the whiskey sot of 
tomorrow. There may be danger that this will occur if 
3.2 per cent beer can be sold only over the same bar and 
subject to the same conditions as whiskey. 

“Since there is a greater profit in whiskey, the bar- 
keeper is under a constant temptation to push its sale. 
But we find no definite evidence to support the theory 
that satisfying a taste for beer develops a craving for 
whiskey. On the contrary, we believe that if beers and 
wines are more easily obtainable than distilled liquors, 
and are sold in different places and under different con- 
ditions, there is reasonable ground to expect that the 
taste of those who wish to drink will be diverted to the 
lighter and less harmful beverages.” 

Since March 22, 1933, beer has been sold “with little 
restraint.” “It has been drunk in enormous quantities. 
Yet the testimony is almost unanimous that there has 
been no increase in drunkenness, no disorder, no increased 
resort to illicit hard liquor. The evidence, as we have 
found it, is all the other way. Bootleggers have lost part 
of their patronage ; in some places arrests for drunkenness 
have positively declined. 

“. . . Such beer should be obtainable by the bottle, 
for off-premises consumption, practically without limita- 
tion. Its sale should be allowed by grocery stores, drug 
stores, delicatessens and general stores, and indeed by 
any merchant who so desires. ‘ 

“A vendor’s permit should be required, but the cost 
should be low, and there should be no restriction on the 
number of such permits. The sale of such beer by the 
glass, with or without meals, should be permitted in res- 
taurants, hotels, beer gardens, clubs, or indeed in anv 
reputable establishment. 

“\Wines—naturally fermented—not in excess of say, 
10 to 12 per cent, should be sold by the bottle for off- 
premises consumption as freely as 3.2 per cent heer. 
But as compared with 3.2 per cent beer, a greater measure 
of restriction should govern the sale of wine for on- 


premises consumption. Natural wine should be sold by 
the glass only with meals. It follows that the sale of 
wine for on-premises consumption should be restricted to 
bona fide restaurants, dining rooms and clubs.” 


SrateE Liquor Monopo.ty PRoPOsED 


The central idea of the report is the wisdom of estab- 
lishing in states where alcohol is sold a state liquor 
monopoly. A concrete plan “applicable to American con- 
ditions” and “embodying ideas drawn from the best plans 
in operation” is presented and compared as to efficacy 
with the license system. ; 

“By a state liquor monopoly we mean, in its simplest 
terms, a system by which the state government takes 
over, as a public monopoly, the retail sale, through its 
own stores, of the heavier alcoholic beverages for off- 
premises consumption.” The state board in charge of 
such a system might be called the “State Alcohol Control 
Authority.” It is referred to in the report as “the 
Authority.” 

The following powers should be delegated to the Au- 
thority by law. These have been worked out on the basis 
of experience elsewhere. 

“1. The exclusive right within a state to sell or control 
the sale of all alcoholic beverages which contain spirits ; 
all wines known as fortified wines, the alcoholic content 
of which exceeds that of the natural fermentation process ; 
and all fermented products, such as beers and ciders, 
containing more than 3.2 per cent of alcohol by weight. 

“2. The right to lease or own and to operate retail 
shops for the sale of those beverages by the package to 
the ultimate consumer for off-premises consumption, 
except that the Authority should be bound to abide by 
the decision of communities which vote to exclude the 
retail sale of any or all alcoholic beverages under local 
option provisions. 

“3. The right to lease or acquire by purchase or con- 
demnation and to operate warehouses, blending and proc- 
essing plants, and other facilities as may be required. 

“4. The right to fix prices on its goods and to change 
them at will. 

“5. The right to establish in its discretion a system 
of personal identification of purchasers. 

“6. The right to establish regulations and to issue per- 
mits to owners or occupants of establishments to sell beer 
and naturally fermented wine or cider in sealed bottles 
or containers for off-premises consumption. 

“7. The right to establish regulations and to issue 
permits to hotels, restaurants, clubs, railway dining cars, 
and passenger boats, for the sale of beer, with or without 
meals, and for the sale of naturally fermented wine or 
cider to be consumed with meals on the premises. 

“8. The right to require private business concerns to 
certify the quantities of alcohol and alcoholic beverages, 
manufactured in the state, and the amounts shipped into, 
within, and from the state, regardless of the purposes 
for which used; this to be worked out in cooperation 
with the federal government. 

“9. The power to hold hearings on complaints about 
matters in dispute, including the power to subpoena wit- 
nesses and records and to make binding decisions.” 

The report comments: “In handling a problem as 
hazardous as the liquor trade, a broad grant of power, 
under ultimate legislative control, is the only effective 
method. 

_ “It is to be noted that no reference is made in this 
list of powers to the sale of heavier alcoholic beverages 
by the glass for on-premises consumption. Such sale is 
inevitably fraught with danger to the public interest. It 
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is our hope that a generous provision for the on-premises 
sale of beer and natural wine, together with sale of 
stronger beverages by the package in the Authority’s 
shops, would be accepted as adequate in most jurisdictions 
by a preponderant majority of people.” 


Monopoty FUNCTIONING AND ORGANIZATION 


“The State Alcohol Control Authority should be 
created as a special branch of the state government. It 
should, however, like a public corporation, be free from 
the traditional departmental restrictions which govern pur- 
chases, appropriations, personnel and similar business 
matters... . 


“Within the definite tasks and responsibilities estab- 
lished by law, the power of the Authority would be 
plenary. Although, as a matter of form, the Authority 
should be designated as being within the executive depart- 
ment of the state government, the power of the Governor 
would extend only to appointment of its members. 
Approval of its budget should rest with the board of 
directors, as in a private corporation. The same principle 
would apply also to all matters having to do with its 
finances, personnel and purchases. The only exception 
to this principle would be the right of the state auditor 
or comptroller to audit the transactions of the Authority 
on the direction of the Governor.” 

There is nothing novel in such independence. “In this 
country, we have similar organizations in the Port of New 
York Authority, various bridge authorities, and the 
recently organized Tennessee Valley Authority. 


“The endeavor to control liquor through handling of 
retail sales is, from the standpoint of management, a 
similar problem. It will be self-supporting; it requires 
experiment; it entails a broad delegation of powers, and 
it must be given a fair trial free from departmental, 
political or spoils interference. The appropriateness of 
the Authority device and of its peculiar detachment from 
the ordinary departmental scheme is well attested by the 
fact that within the last quarter of a century no nation 
or state which has adopted the plan has abandoned it... . 

“The plan for financing the Authority, whether by its 
own securities, as in the case of the Port of New York 
Authority, by appropriations, as is true of the Tennessee 
Valley Authority, or by state bonds, would have to be 
determined in each state on the basis of its constitutional 
provisions. At quarterly intervals, following private cor- 
porate practice, the profits should be determined and paid 
over to the state treasury as dividends. 

“The profits of the Authority would, of course,” the 
writers continue, “be very large. Wherever liquor sales 
monopolies have been established, or suggested, the pro- 
posal has appeared to ‘ear-mark’ at least a portion of these 
profits for temperance education or other purposes. With 
this proposal we are in disagreement. . 

“The profit policy of the Authority should be 
determined as a means of progressive liquor control, with- 
out regard to the revenue needs of hospitals, old-age 
pensions or temperance education. Ear-marking of rev- 
enues is contrary to sound public finance. Profits of the 
Authority, therefore, should go directly into the state 
treasury without designation for any particular purpose.” 

The report recommends administration of the Authority 
by “a hoard of directors of perhaps three members serv- 
ing full time and engaging in no other occupation,” serv- 
ing for nine-year terms and “subject to removal only for 
cause.” There should be a managing director, exercising 
the usual functions of a corporation executive. 
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“The operating organization would conceivably have 
the following principal units: (1) division of retail shops 
and agencies, (2) division of permits, (3) treasury, 
(4) bureau of inspection, (5) central purchasing bureau, 
(6) bureau of personnel, (7) bureau of records and sta- 
tistics. Provision should also be made for a small legal 
staff, a chemist, and others. All employes required to 
man these units should be selected on a merit basis in 
accordance with a routine established by the managing 
director.” 

The point is emphasized that “the Authority Board 
members should refrain from attempting the detailed 
management of operations, entrusting this function rather 
to a competent, high salaried, permanent and loyal exec- 
utive.” And further, “we believe it to be preferable to 
place reliance upon the spirit of the enabling legislation 
rather than upon a multitude of legal prohibitions, limita- 
tions, and directions, which would cripple and thwart 
the Authority at every turn.” 


oF PotiricaL LNFLUENCE 

lt will be necessary to adapt the state-wide policy to 
local sentiment in many sections. Local option, the sur- 
veyors believe, is not an adequate plan. A more flexible 
arrangement is needed whereby “reasonable liquor sale 
restriction will be worked out to meet local needs and 
desires, without resort to political campaigns and contro- 
versies.” A State Authority could “establish dry zones 
within areas which voted as a whole to permit the sale 
of liquor”; “meet the opposing views of lesser communi- 
ties existing within the larger voting unit by declining 
to locate, in those neighborhoods, shops for the sale of 
liquor” ; and, by refusing to place its shops on the border 
line of a dry area, eliminate the whole problem of border 
lines, so difficult to control under license. ‘The Author- 
ity’s shop could be closed merely by the signing of an 
executive order. There would be no wholesale or retail 
dealers to protest and demand compensation. . . . The 
whole emphasis of the Authority system is on limiting the 
sale to unstimulated demand and not on sales promotion.” 

The importance of permitting a State Authority “to 
ship liquor by mail or express to persons living in dry 
areas, wherein retail shops are excluded by local option 
vote” is emphasized. “This right of purchase is required 
primarily as a measure to suppress would-be bootleggers, 
but it has a secondary significance in that it would satisfy 
those who otherwise would be uncompromising opponents 
of the prohibition of liquor selling in their community.” 

The writers consider political influence and corruption 
less of a danger under a state monopoly than under the 
license system because under the latter “licensed liquor 
dealers, driven on by the struggle for existence, endeav- 
ored to manipulate votes through every means, legitimate 
and otherwise. . 


“Under a State Authority, the entire foundation is 
changed. Instead of a mobilized army of opposition to 
restriction of liquor selling, there is substituted a force 
of clerks under chain store accounting systems, who have 
nothing to gain from expanded sales. 

“Politicians will still be eager to control the patronage, 
and in some cases to determine the wet and dry areas, 
but they will not be able to lay their hands upon the profits. 


... There is, of course, no guarantee against dishonesty 
and abuse in any system; but the external regulation of 
recalcitrant private enterprise is clearly a more difficult 
task and more subject to graft than internal management 
by a responsible Authority. This is doubly true of the 
liquor business.” 
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oF ProFit Morive 


“On the basis of past experience in the United States 
and abroad, and for practical considerations, we have come 
to the conclusion that the most satisfactory solution of 
the problem of alcohol requires elimination of the private 
profit motive in the retail sale of liquor.” ; 

“For better or for worse the liquor business is here. 
The private profit motive by which sales are artificially 
stimulated is the greatest single contributing cause of 
the evils of excess. It can be eliminated most effectively 
by state control.” 

“Against the objection that the monopoly plan identifies 
the government with the liquor business, the report con- 
tends that “the government always has been identified 
with the liquor business. For centuries it has regulated 
it in minute detail and has shared its profits through tax- 
ation. It has determined how and when liquor may be 
sold, the circumstances under which it may be sold, and 
the quality that may be sold. Such functions are inherent 
in every type of license regulation.” The Authority plan 
“if given a fair and honest trial stands a better 
chance of success than any other plan we have examined. 

“This does not mean, however, that we regard it as 
an automatic cure-all for the evils associated with liquor. 
Nor do we offer it with a warranty that it is foolproof 
and will succeed under any conditions. . 

“Bad management and corruption are very real dangers. 
There will always be on hand certain representatives of 
the liquor interests, politicians and ‘fixers,’ eager to get 
control of the Authoritv in order to influence its policies 
and to further their own ends. There is no sure pro- 
tection against such persons other than an alert public 
opinion focused upon a simple and responsible form of 
governmental organization.” 


SUMMARY oF Merits 


The principal merits of the Authority plan are thus 
summarized : 

“It would effectively stifle the profit motive for enlarg- 
ing liquor sales bevond a minimum demand. It would 
facilitate the control of advertising. 

“Tt would provide freedom of action in regulating prices 
and conditions of sale, both as a means of checkmating 
the illicit dealer, and as a method of curtailing the use 
of spirits. 

“It would eliminate the saloon. It would minimize 
opportunities for the encroachment of political interfer- 
ence. It would keep clear the road for temperance 
education. 

“If this plan is adopted and honestly and competently 
administered, it should give a maximum degree of pro- 
tection against the revival of age-old abuses known to 
licensed regulation, and against the more recent evils of 
a traffic unregulated by government and managed by law 
violators.” 

Immediate action is recommended for “two convincing 
reasons: First, there is at present no legal private trade 
to be dispossessed ; second, in the coming conflict with the 
bootleggers, unity of command along the entire front— 
economic as well as legal—is half the battle won.” 


In the Current Periodicals 


October, 1933. 


Ostrolenk, Bernard, economist on the staff of The Business 
Week, and La Follette, Suzanne, former editor of The New 
Freeman. “Is It Recovery?”—Mr. Ostrolenk cites evidence that 
business is really turning the corner. Recovery, however, “still 
faces its crucial test.” Miss La Follette, on the other hand, finds 


Current History. 


‘Harper’s Magazine. 


“that at best the New Deal is a first halting step in the general 
direction of revoluiionary improvement,” and that it is likely to 
“fizzle out either into the spotty prosperity of the next business 
cycle or into a new phase of depression.” 


Burton, Wilbur, American journalist in the Far East, and 
Martin, William, editor of the Journal de Genéve. “Two Aspects 
of Japanese Domination of the Far East.’—Mr. Burton: Japan 
has gained 500,000 square miles of territory from China; she may 
form an alliance with China; also, she may go to war with Soviet 
Russia. Mr. Martin: Japan has realized her ambitions in Man- 
churia temporarily but the conquest of Manchuria has actually 
weakened Japan politically. 


Dutton, Charles J. “America’s Bankrupt Churches.”—A Middle 
Western Unitarian minister finds that budgets of both the local 
churches and “boards” are being slashed. Much of the difficulty 
is due to “the absurd and stupid building mania.” The only solu- 
tion is to close “useless and bankrupt churches,” sweep away 
denominational lines, and reorganize all churches according to 
shades of religious belief—liberal, modernist and fundamentalist. 


American Labor Legislation Review. September, 1933. 

Kennedy, Thomas. “American Labor and Unemployment Insur- 
ance.’—The American labor movement now “stands four-square 
for compulsory unemployment compensation.” The writer explains 
why the movement has been so slow in taking this position and 
the reasons for the change in attitude. 


Forum. September, 1933. 


Hallinan, Charles T. “Sweden’s Managed Currency.”—Com- 
pares Sweden's wholesale prices through 1931-1933 with those of 
Great Britain, showing the advantage gained by the stabilization 
of domestic price levels in that country, and pointing out that 
a prerequisite of successful management of currency is a responsive 
and cohesive banking system. 


September, 1933. 

Flynn, John T. “The Wall Street Water Pump.”—Explains 
concretely the practice of “making a market” on the New York 
Stock Exchange, showing its vicious effect on industry, and urging 
the wisdom of scientific study in preference to legislative inves- 
tigations. 

Laski, Harold J. “The Elite in a Democratic Society.’—The 
future of democratic government largely depends on the power 
of society to discover men able to define “the uliimate values 
toward which society should move.” Characteristic of such men 
will be a care for the values of tomorrow rather than of today, 
the ability to expose “the essential issues-of a state or genera- 
tion,” the independence of absolute disinterestedness, a profound 
and persistent courage, and the poise of the true “critical temper.” 


Trotsky, Leon. “What Hitler Wants.”—Arresting interpreta- 
tion of Hitler’s diplomacy in the light of an “Open Letter” to 
(then Chancellor) von Papen when Herr Hitler was in “expectant 
opposition.” Nazi renunciation of assimilation and Germanization 
signifies merely a preference for annexation. Support of extensive 
disarmament (a doomed program) is to throw the onus of failure 
on France, alienating from her Great Britain and Italy. The pose 
of world champion “against Bolshevik barbarism” (meaning war 
against the Soviet Union) is to win for Germany the support of 
those two countries in the demand for the right to strengthen her 
defenses “against the latent dangers of the East.” Result: a 
new balance of power in Europe, war to be delayed for at least 
a decade since from it must rise a new imperial Germany. 


Atlantic Monthly. September, 1933. 


Fiske, Rt. Rev. Charles. “Are Foreign Missions Done For?”— 
Bishop Fiske challenges the Laymen’s Commission which pro- 
duced the report on foreign missions entitled Rethinking Mis- 
sions to “dispel suspicions by telling us what their faith is.’ He 
sees “the hope of missions” in “solid middle-of-the-road people” 
who “are sure that the supreme revelation is in Christ, and are 
earnest enough in their own discipleship to carry to others what 
does so much for themselves.” In the firm belief that Jesus 
Christ “speaks with divine authority,” he asks: “Do they regard 
His plan of life as practical and realizable?” 


(The Atlantic editor in a footnote suggests a follow-up of the 
discussion. ) 

Dickinson, John. “Controlled Recovery.”"—The Assistant 
Secretary of Commerce interprets the NRA, its enabling pro- 
visions, and possible methods of code enforcement. Refuting 
criticism, he says that the initiative is thrown on labor, that the 
act depends on voluntary private effort and cooperation, and 
that the anti-trust laws are not abrogated. A description of ad- 
ministrative machinery is included. 
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